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Dear Ex\m% s

... Lrefer to recent discussions between ﬂp@ Committee and Graeme Samuel and

L Somﬁ.émﬁoge the Ooxmom“m comments on certain Smim mwoﬁ Z &ﬁommm

I have attached a brief submission that summarises the main roles played by

- local government in implementing NCP and ozﬂrbmm the arrangements for

C ooﬁvmﬁﬁos payments. The submission also indicates the Council’s view on the.
- . practice in some jurisdictions to mrmwm ooﬁwmﬂﬁoﬁ ﬁmﬁﬁmaw S;w Jocal.

o m,odmwbgms?

3 ﬁpmaﬂ you moH w?w o@ﬁownﬂwwg to ﬁwoﬁﬁmm this information. Please feel free to
contact me if the Committee requires additional information.

" Yours sincerely

| Ed Willett

. Executive Director




: ______,ZN_“_Q:m_ noaumﬁﬂo: Council submission to z..m

' House of Representatives Standing Committee
. Inquiry .:3 _.onm_ mo<m§§m:ﬁ m:a nomﬁ

o _m_.:wn_:m

. The role of local ©o<m33m3ﬁ in Zmao:m_ 003825:

__ ___vo__Q\

o Uonmw mo&mwmﬁwﬁﬁ has. ﬁwm%mm a m#mﬁumﬁma role in pgwwmgobﬁwm National
Competition Policy (NCP). Under Clause 7 of the Competition Principles

. Agreement (CPA), all jurisdictions agreed t6 apply the principles set out in

" the CPA to local governmenta.(Liocal governments were not signatories to the

“agreement in their own right.). The CPA reforms that require the greatest
- commitment from local government are the implementation of competitive

_ o .Ocu%mﬁﬁﬂm bo;ﬁa&ﬁ% is" mmmmiumﬂ% m_,ucs# mﬁwﬁ,gm ﬂrﬁw government-owned
TR _muﬁﬁmm mo u_uw have an mmcmwﬁmmo o< Ha Eﬁﬁm@. oﬁﬁo& aoEwmﬁwowm ﬁwsm 8

" neutrality, the legislation review program and reform of water management
and. M.mmimﬁ@ﬁ-

‘as their private sector ocE@mEﬁowm and that they set prices for their goods and
 services that take full account of all costs of production. Corporatisation may
- be H.ang,nm& mow. larger government businiesses.’ : -

: Qmﬁmm 5 om gm CPA oEHmmm mo<9ﬁ§mﬁ? to review mb@ where m@ﬁw@ﬁﬁmgu

- reform  all existing legislation that restricts . competition. It requires
- governments to remove restrictions on ooﬁﬁmﬂﬂoﬁ unléss they demonstrate

_”._#Wmn such restrictions benefit the community overall (being in the public

- interest) and that the henefits cannot rm mowumém& in ways that do not restrict
- doﬁ%mﬂﬁou Governments must also ensure new legislation that wmwgmowm_

" competition - meets . the same tests. >mmomm5m whether restrictions  on
“competition are warranted —— that is, taking into consideration the benefits
‘and costs’ to the whole community — requires governments to establish

independent reviews to consider the wide range of public interest factors

- including those factors in the CPA clause 1(3) (such as the Eﬂmq E%mo? of

S H.mum,oH.E on m@mﬂbo industry sectors m;.:w noEEsEHmmv

.Hm wwwﬁ. “all mﬁm:w and ﬁﬁé;ﬁ Qoe,mﬁ.suwoswm mmammm to ammﬂ.ﬁ water
 ‘management and regulation- to ensure “water - is used efficiently and

sustainably. The water reforms were absorbed as part of NCP in 1995. They
- -have gignificant implications for local governments in Queensland, Tasmania .

-~ and. Zmﬂ South Wales where local mo<mﬁbwuomﬁm havé prime wmm@obmﬁwurﬁom _

- ofor the muwoﬁwwob of water.. gmnmw reforms Agvmﬁ and rural pricing’ reforms, -
S Ewﬁwﬁﬁowa Hmmoagmu dmmﬂﬁm @w@ﬁmﬁ% Emwﬁm imdmﬁ ﬂwmmﬁm mﬁ,mmwmﬁmdﬁmﬁ




Local Government and Cost Shifting

o cand eﬁdﬁdﬁgmﬁw& mzoOmSow@ Wmﬁm Emna& ooﬁmpmmw&uwm mmmowdmm upon Hcemw
....wo<muumnmz? :

Competition Um<3m:ﬁm_ and ._o_nm_ government

Under the Implementation Pmammamﬁﬁ_ all parties agreed that the
Commonwealth would make competition payments to the States and

~ Territories in return for implementing - the NCP reforms. These payments

_ Hooamgmo ‘that NCP reforms, by increasing growth and industry performance,

' increase . Commonwealth - revenues. In this context, the @m.ﬁwmdﬂm are
- idividends’ paid by the QcBEoﬁémm?w to the States and Territories in return -

for their investment in reform. The amounts paid to date and mmSBmﬂmm
miﬁ.m ﬁmuﬁpoam are @WBSH in b%ﬁmmmun 1. :

..@Wm mcﬁm ow NCP agreements - wmnomémm mﬁmmm mOﬂmH.mumB@ in Hm%ymgmwﬂwm
“the reforms and in determining how the payments are used - including any

.. o ...mwmﬁgwm ‘with local governinents to. reimburse them for the  costs of

inmiplementing’ NCP. While the appropriate application’ of the NCP public
_interest test should ensure. that' reforms are of overall benefit to the
- _ooEEcEaﬁ the Council accepts that there have been circumstances where

" particular local governments have incurred significant reform costs without -

o .. L ..Umnmmmmﬁq vﬁbm mwwm to accrue a Mﬁ.oﬁuﬁﬂcﬁmmm me.mm of the w@uwmdnm ﬁo anm _

. o_..”_._E.oS&o ;mﬁ...
wm%upob_“m 1

~ In general, the adequacy or funding for local government is a broader matter

o than competition payments. The total quantum of funding received by local
- governments (and its fungibility) is the key issue. Nevertheless, the Couneil

‘sées benefits in the Statés and the Northern. Territory? providing local
government with a dedicated share of competition payments and has

e consistently supported this approach. In its 1997-98 Annual Report (p. 144),
- the Council noted that the transfer of o@E@mSSoﬁ payments by jurisdictions

“to-local government provides an- incentive for reform and assists’ with
‘associated costs such as conducting public’ interest tests and reviews of

~ businesses. In its 1998-99 Annual Report (p. 15), the Council again expressed
. support for those ucEmmFSosm that make a share of competition @m.ﬁsmmi
. mdmmmgm to #Wmm.. local mogggmﬁ&w mﬁ& stated wwmw

L _@%o the extent *that ?ﬂﬁ makes mﬁ;&na;w demands on mcﬁam

. government, other governments could consider introducing similar
- “arrangements. A major benefit may  be Mwmawmw acceptance of NCP
. - reform at the local government mmcmm _

. 1 . ﬁwm.m.ﬁm.un Australia has discontinued these wmuq.sm.dwm‘_.

. 2 The ACT does riot have local government.




L.ocal Government and Cost Shifting

3 .._._gowm recently, in a media release mmwma 8 gmw&w 2002, the Council mmmnﬁvm@.

o 2 the incentive payments- offered by the @smmﬁmambn._ Government to its Iocal
L ._moqmawuwmﬁwm for implementing ﬁmwmw reform me other NCP reforms as:

an Schaﬁ:_m Q;Q Lcwqaﬁn& Smmra:\a% for Qmmwmh:ﬁ local
- governments with implementing changes which ultimately bring mo;u
term benefits to the communily.

In - summary, the Council acknowledges the -important role of local

g mo<mﬁbﬁmi in implementing NCP. and HmncmEmom that the  allocation of

 competitioni payments is a matter for State and ‘Teyritory Covernments to

" determine. That said, the Council mﬁuﬁoﬁm Governments making part of their

‘competition payments mﬁmnmgm to local moﬂmwﬁﬁmﬁ? both as a contribution to

" thie costs involved in EHEQEQH:“S@ H.mmoH.Em and, HBwoﬁmﬁEF as an Eomwgm
R wo o@bﬂbﬁbm reform at the local moémabgma level.




tocal Government and Cost Shifting

“Appendix 1

.p:::w_ nogumn_cos wm<:..m_..nm ﬁm..:f 1997-98 to 2005-06
1997-98 1998-99 1999- 2000 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

(a) (a) (ay . (a) (b) (b) (b) S (B) . (b)

TNSW 126.5 138.7 209.5 155.9 242.5 248.6 254.7 260.7 267.0
vic.  92.8 102.0 152.% 114.7 179.6 184.7 189.0 163.6 198.1
Q- 742 81.6 118.9 73.0 147.9 139.6 143.8 148.2 152.8
CWA - 384 42.4 61.9 45.5 71.1 73.0 75.1 77.2 79.4
SA 343 38.4 53.5 = 359 557 56.7 57.7 58.8  59.8
Tas., 12,6 13.9 18.7 11.2 17.4 17.7 18.0 18.2 18.5
CACT 6.2 7.0 10.8 7.5 116 11.9 12.2 12.4 12.7
NT 112 13.0 144 45 7.8 7.5 7.8 8.0 8.2
Total  396.2 436.9 639.8 . 448.0  733.3 739.8 758.2 777.1 796.5

: Amv Actual from Final Budget Outcome documents.

.. qu nmﬂﬁmg from the OoEEosﬁmm:r wsammw w_oow moou w;mmﬁ _,um%mw Zo
. %m&maim‘pﬁmﬁﬁﬁ memﬁo. :

Zowm 1 Hoﬁmyw .ﬂm%. .bo.ﬂ mmm. due £ rounding.
Note 2 Figures up to 1999-2000 include Financial Assistance Grants.

_Note 3 Estimates based on current inflation rate and population growth rate.




